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THE WOOLSTON PATENT APPLICATION FAMILY 

U.S. Patent Application No. 08/427,820 ('"820 application") was filed in the 
Patent Office on April 26, 1995, naming Thomas Woolston as its sole inventor. As set 
forth in the attached '820 family tree (Exhibit A), and as the Patent Office can confirm, 
the '820 application is the parent of a family of patent applications that includes the '014 
divisional application at issue in this Petition. Woolston assigned the rights to his 
claimed inventions to MercExchange, L.L.C. ("MercExchange"), a company which "does 
not practice its inventions and exists merely to license its patented technology to others." 
MercExchange, LLC v. eBay Inc., 275 F. Supp. 2d 695, 712 (E.D. Va. 2003). 

Four of the applications in the '820 family issued as patents. Three of those 
patents are the subject of litigation between MercExchange and Petitioner. On 
September 26, 2001, MercExchange filed suit against Petitioner and other parties 
alleging, inter alia, infringement of U.S. Patent Nos. 6,202,051 ('"051"), 6,085,176 
('"176"), and 5,845,265 ('"265"). See MercExchange, LLC. v. eBay Inc., No. 2:01-736 
(E.D. Va.). After extensive discovery, the district court granted in part and denied in part 
Petitioner's motion for summary judgment as to the invalidity of the '051 patent, leaving 
only the '265 and '176 patents for trial. At the end of the trial, the jury concluded that 
Petitioner did not overcome the presumption that the '265 and '176 patents were valid 
and further determined that those patents had been infringed. On appeal, the Federal 
Circuit upheld the '265 infringement finding, invalidated the '176 patent, and reversed 
the District Court's denial of a permanent injunction against the Petitioner. 
MercExchange, LLC v. eBay Inc., 401 F.3d 1323, 1326-30, 1338-39 (Fed. Cir. 2005). 
On May 15, 2006, the United States Supreme Court vacated the Federal Circuit's 
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judgment and remanded the case for further proceedings. eBay Inc. v. MercExchange, 
L.L.C., 126 S. Ct. 1837 (2006). Following this decision, the case is now with the District 
Court for further consideration of the injunction issue. In addition, the Patent Office is 
currently reexamining all three patents ('051, '176, and '265). 

The '014 application at issue in this Petition is a divisional application that claims 
§ 120 priority from Application Serial Nos.: 09/166,779; 08/554,704; and 08/427,820, 
the common family of the '051 and '176 patents asserted against the Petitioner. Because 
the issued patents claim priority to the '779, '704, and '820 applications, the file 
wrappers of these ancestral applications of the '014 divisional application are open for 
public inspection. See 37 C.F.R. § 1.14(a)(l)(iv), (v). Even though these ancestral 
applications of the '014 divisional application are open for public inspection, the file 
wrapper of the '014 divisional application is confidential. For the several reasons set 
forth below, the Petitioner respectfully requests access to or copies of the file wrapper of 
the '014 divisional application. 

THE DIRECTOR HAS BROAD DISCRETION TO 
GRANT ACCESS TO PENDING APPLICATIONS 

As a general matter, the Patent Office treats pending patent applications as 

confidential until they are published or patented. 35 U.S.C. § 122; 37 C.F.R. § 1.14. 

However, there are exceptions to this general tenet. For example, Title 35 U.S.C. § 122 

and 37 C.F.R. § 1.14(h) authorize the Patent Office, either sua sponte or on petition, to 

provide access to all or part of a pending application if such access is "necessary to carry 

out an Act of Congress" or is warranted by other "special circumstances." Id. Neither 35 

U.S.C. § 122 nor 37 C.F.R. § 1.14(h) specifically define what constitutes sufficient 
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"special circumstances," while the M.P.E.P. provides two examples of instances in which 
special circumstances "could be found," such as the applicant using the application to 
interfere with a competitor's business. 2 However, this list is not exclusive and the 
questions of what constitutes "special circumstances" for the purposes of this exception 
are left to the sound discretion of the Director. See 35 U.S.C. § 122; see also Irons and 
Sears v. Dann, 606 F.2d 1215, 1220 (D.C. Cir. 1979) ("The Patent Act simply is not a 
statute that requires nondisclosure in such a manner as to leave [n]o discretion on the 
issue.") (citation and internal quotations omitted). Petitioner respectfully submits that 
such "special circumstances" exist in this case and that access or copies should therefore 
be granted. 



2 The two examples are: (1) "where an applicant has relied upon his or her application as a means 
to interfere with a competitor's business or customers" and (2) "where an attorney or agent of 
record in an application in which a provisional double patenting rejection is made does not have 
power of attorney in the copending application having a common assignee or inventor." M.P.E.P. 
§ 103 (V) (citations omitted). However, there is no suggestion that this is an exclusive list. In In 
re Bogese, 22 U.S.P.Q. 2d 1821, 1828 (Comm'r Pat. 1992), for example, the Commissioner noted 
that "continued failure to prosecute (e.g., respond to all the rejections set forth by the examiner) 
may be considered to be a special circumstance under 35 U.S.C. Section 122 that would cause the 
Commissioner to publish or otherwise make the subject matter of this application available to the 
public." 
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SEVERAL "SPECIAL CIRCUMSTANCES" 
WARRANT PETITIONER'S ACCESS IN THIS CASE 

1. 

Access Is Warranted Because Any 
Trade Secrets Contained In the '014 
Application Have Already Been Published 

In the Patent Office, application confidentiality is governed by 35 U.S.C. § 122: 

CONFIDENTIALITY. — Except as provided in subsection (b), 
applications for patents shall be kept in confidence by the 
Patent and Trademark Office and no information concerning 
the same given without authority of the applicant or owner 
unless necessary to carry out the provisions of an Act of 
Congress or in such special circumstances as may be 
determined by the Director. 

35 U.S.C. § 122(a). Section 122 was enacted in 1952 to codify a rule of secrecy that 

existed in the Patent Office for generations. See Sears v. Gottschalk, 502 F.2d 122, 127- 

29 (4th Cir. 1974). Regardless of whether patent protection is ever granted, the 

underlying policy of this practice of confidentiality has been to ensure that an inventor is 

able to maintain trade secret rights in his or her invention. As one commentator stated, 

"the primary objective of the U.S. system of secrecy is to preserve a trade secret for the 

inventor until the patent is issued." Paul A. Ragusa, Note: Eighteen Months to 

Publication: Should the United States Join Europe and Japan By Promptly Publishing 

Patent Applications?, 26 Geo. Wash. J. Int'l L. & ECON. 143, 148 (1992); see also 

Sears, 502 F.2d at 132 ("[0]ne of the purposes of the secrecy rule is to obviate the risk 

that, through publication, an applicant for a patent may lose rights arising under state 

trade secret law."); Lee Pharmaceuticals v. Kreps, 577 F.2d 610, 616 (9th Cir. 1978) 
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("The evident purpose of the confidentiality proviso is to prevent the patent laws from 
being frustrated by permitting inventors' discoveries to become public knowledge before 
a patent is secured."). Thus, under these laws of confidentiality, "[i]f a potential licensee 
hopes to use the ideas ... he must deal with the inventor himself, unless the inventor 
chooses to publicize his ideas to the world at large." Id. (citation omitted). 

In the U.S. patent system, there is a tradeoff for an inventor — the inventor 
discloses an invention to the public, and thereby gives up trade secret protection, only to 
be given patent protection in return. If a patent is not granted and the application is 
abandoned, the inventor still has trade secret rights in the invention if the inventor has 
maintained the invention in secrecy. 3 

It is a basic legal tenet that trade secret protection is lost when a trade secret is 
published: 

[A] trade secret may be lost through disclosure occurring in 
advertising, trade circulars, or in an analogous manner. For 
example, if the owner of proprietary data permits it to be 
published for government procurement purposes, absent 
express contractual or statutory protection he will forfeit his 
proprietary rights. Disclosure in a technical publication of 
sufficient detail and sequence as to permit one skilled in the art 
to devise the subject matter would appear to terminate secrecy. 
For that matter, publication of secret matter by way of 
photographs in annual reports will constitute unprotected 
disclosure, notwithstanding that the reports are not addressed to 
a technical audience. 



3 As of November 29, 2000, patent applications are published at 18 months from filing unless the 
applicant requests otherwise and certifies to the Patent Office that it does not intend to pursue 
patent protection by filing an application in a foreign country, or under a multilateral international 
agreement, that requires publication of applications 18 months after filing. 35 U.S.C. § 122(b); 
37 C.F.R. § 1.213(a); see also M.P.E.P. § 901.03. Trade secret protection is, thus, still available 
for U.S. applicants by forgoing pursuit of foreign patent applications. 
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1 Roger M. Milgrim, Milgrim on Trade Secrets § 1.05[2] (internal citations omitted); see 
also Milgrim § 1.03 ("[A] basis upon which to rule, as a matter of law, on the status of a 
claimed trade secret would be by some type of legally recognized 'publication' the result 
of which makes the claimed trade secret generally known or readily ascertainable."). 
Because trade secret protection is lost when a trade secret is published, the possibility of 
maintaining trade secret protection for any inventions in the '014 divisional application 
was lost when the specification of the '0 14 divisional application was published in 1998 
as U.S. Patent No. 5,845,265, as set forth below. 

The '014 application claims priority to and is a divisional of the '779 application, 
which, in turn, claims priority to and is a continuation of the '704 application. In 
accordance with 35 U.S.C. §120 and 37 C.F.R. § 1.78, the '014 application can only 
receive the priority date of the '779 and '704 applications if any of the claimed inventions 
in the '014 application were disclosed in the '779 and '704 applications. Moreover, 
because the '014 application is not identified as a continuation-in-part application, it 
should be identical to the common disclosure of the '779 and '704 patent applications. 
Because the '704 application issued and was published on December 1, 1998, as U.S. 
Patent No. 5,845,265 (asserted against Petitioner), any claimed inventions in the '014 
application that might have had trade secret status are now in the public domain, free for 
all to review. Thus when the '265 patent issued, the applicant gave up its rights to trade 
secret protection for anything described in the specification of the '014 application 
because that specification is identical to the specification of the '265 patent. The primary 
objective of the U.S. system of secrecy is to preserve a trade secret for the inventor if a 
patent does not issue. This primary objective was served during the time period between 
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the filing of the 6 820 application and the issuance of the '265 patent. Now that any trade 
secrets in the '014 application have been published, the objective of Section 122 is no 
longer served by maintaining the '014 application and its prosecution history in 
confidence. The Director should grant Petitioner access to or copies of the '014 file 
wrapper because any trade secrets contained in the '014 application were made public 
when the '265 patent issued. 

2. 

Access Is Warranted Because MercExchange 
Is Using Its Applications To Interfere 
With Petitioner's Business And Customers 

The M.P.E.P. specifically identifies the situation "where an applicant has relied 

upon his or her application as a means to interfere with a competitor's business or 

customers" as constituting "special circumstances" warranting access under 35 U.S.C. § 

122 and 37 C.F.R. § 1.14(h). See M.P.E.P. § 103 (V). Although MercExchange has been 

found to exist only to license its patents and therefore does not directly compete with 

eBay — or any other company for that matter, MercExchange has nonetheless attempted 

for years to use '014 application and its family to interfere with eBay's business and 

customers. This is evidenced by MercExchange' s: (1) agreement to sue eBay on "issued 

patents and granted patent applications;" (2) prior willingness to sue eBay on patent 

claims of questionable validity; (3) threatening representations to the media; and (4) 

statements made during prosecution of patent claims in the family of the '014 application. 

As discussed below, these activities constitute "special circumstances" that warrant 

access under 35 U.S.C. § 122 and 37 C.F.R. § 1.14(h). 
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eBay launched its web site in September of 1995. Two months after eBay's 
public launch, MercExchange filed the '704 continuation-in-part application, which 
expanded the description of the '820 parent application. As eBay gained popularity, 
MercExchange took notice of eBay's success and added new claims, specifically directed 
at eBay, to applications in the family of the '014 application. MercExchange then 
executed a "Patent Enforcement Agreement" with Aden Enterprises to enforce its "issued 
patents or granted patent applications" against eBay. See Exhibit B (S.Ct. JA 143-145: 
Patent Enforcement Agreement By and Between MercExchange, L.L.C. and Aden 
Enterprises, Inc.). Because MercExchange' s agreement specifically targeted eBay as a 
defendant and addressed issued patents and patent applications, it unequivocally 
demonstrates MercExchange 's intent to use the patent family, including the '014 
application, to interfere with eBay's business and customers. On this basis alone, the 
Director is more than justified in granting Petitioner access to or copies of the '014 file 
wrapper. 

Further, MercExchange's interference with eBay did not end, but rather started 
with the signing of the Patent Enforcement Agreement. After agreeing to sue eBay based 
on its patents and granted applications, MercExchange contacted eBay under the guise of 
offering to assist eBay with another dispute. Exhibit C (S.Ct. JA 307, 310-11); Exhibit D 
(S.Ct JA 588-89); Exhibit E (S.Ct. JA 669-70); Exhibit F (S.Ct. JA 671-75); Exhibit G 
(S.Ct. JA 688-89); Exhibit H (S.Ct. JA 742-45); Exhibit I (S.Ct. JA 133-36); Exhibit B 
(S.Ct. JA 143-45). The parties met in June 2000 and MercExchange carefully avoided 
suggesting that eBay infringed its patents. Exhibit J (S.Ct. JA 681-82). Despite this, 
MercExchange held true to its prior agreement and sued Petitioner in September 2001. 
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MercExchange is currently interfering with Petitioner's business by asserting three issued 

patents in the '014 application's family against Petitioner. Petitioner has spent the past 

five years defending itself in federal court against one patent ('176) that the Federal 

Circuit invalidated and two others ('051 and '265) that are currently subject to rejections 

in reexamination. MercExchange' s demonstrated willingness to sue eBay in accordance 

with its prior agreement evidences MercExchange 's intent to use its patent family to 

interfere with eBay's business and customers. 

Not only does MercExchange' s continued enforcement of patents in the family of 

the '014 application interfere with Petitioner's business, MercExchange 's continued 

pursuit of pending patent applications in the family of the asserted patents is also a threat 

to Petitioner's business and customers. Subsequent to filing suit against eBay on the 

'051, '176, and '265 patents, MercExchange represented to the media that its pending 

patent applications were a strategic threat to eBay and its customers. Exhibit K (Anitha 

Reddy, Ruling Prompts EBay To Revise Earnings, WASH. POST, Aug. 12, 2003 at EOS 

("Woolston also said that he is confident MercExchange will eventually be able to sue 

eBay for infringing a patent related to online auction technology.")). 4 Based on 

MercExchange 's prior agreement to sue eBay on "granted patent applications" and 

statements made to the press subsequent to filing suit against eBay, it is clear that 

MercExchange plans to continue using its pending applications as a means to interfere 

with Petitioner's business. As such, the Patent Office should grant Petitioner access to 

4 See also Exhibit L (Kevin Kelleher, eBay Must Relitigate Patent Injunction, THE STREET.COM, 
Mar. 16, 2005 available at http://www.thestreet.com/_tscs/tech/intemet/10213583.html ("The 

appeals court drove a stake through the heart of eBay's claims' said Woolston Asked if 

MercExchange would license its technology to eBay, Woolston gave an emphatic no. 'I don't 
give a damn about what eBay does next,' he says.") (emphasis added)). 
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the '014 application so that Petitioner can better address this current and future 
interference with its business. 

Lastly, consistent with its prior agreement to sue eBay on granted patent 
applications, MercExchange has made representations to the Patent Office during 
prosecution that evidence its intent to pursue claims that cover eBay's business model. 5 
In view of the foregoing it is eminently reasonable for the Petitioner to expect 
MercExchange to file additional, unwarranted suits in the event that the Patent Office 
decides to issue additional patents to MercExchange. Petitioner would like to avoid any 
future, improper allegations of infringement before it occurs. Without access to the '014 
application, Petitioner may be unable to do so and will continue to suffer undue 
interference from MercExchange. 

3. 

The Patent Office Can Employ Protective 
Measures As Necessary To Narrow The Disclosure 

Finally, this Petition does not seek access to any trade secret, proprietary, or 

protective order materials that, however unlikely, MercExchange might have submitted to 

the Patent Office during prosecution of the '014 application. However, if necessary, the 



3 For example, in its Declaration and Supplemental Declaration filed under 37 C.F.R. § 1.132 
during the prosecution of the '820 application and its later Complaint filed under 35 U.S.C. § 145, 
MercExchange likens its invention to eBay's sales system when it cites eBay's commercial 
success as evidence of the long felt need for its invention. Exhibit M (Declaration Under 37 
C.F.R. 1.132 at 1)18 (citing eBay's Trailblazer Award win for its online auction model as evidence 
that . . the claimed invention has met with great commercial success and acclaim."); 
Supplemental Declaration Under 37 C.F.R. 1.132 at ^4 ("The claimed invention's electronic 
market for used and collectable goods aspect has achieved great commercial success . . . 
'Together, OnSale and eBay sold more than $250 million in products in 1997 and expect to 
significantly contribute to the $1 billion projected for 1998 online auction purchases.'") (citation 
omitted)). 
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Patent Office should use its discretion to fashion "protective measures" to limit the 
disclosure of any trade secret, proprietary, or protective order materials submitted during 
prosecution of the '014 divisional application, to the extent necessary. Ideal Toy Corp. v. 
Tyco Indus., Inc., 478 F. Supp. 1191, 1193 (D. Del. 1979) ("Disclosure of file wrappers 
of pending and abandoned patent applications should be ordered when the necessity for 
disclosure outweighs the desirability of maintaining secrecy of data in the file wrapper, 
especially if protective measures can be fashioned to minimize intrusion or to prevent 
excessive dissemination of revealed material."). 

In fact, the established procedures of the Patent Office already safeguard 
confidential information of this nature. See, e.g., M.P.E.P. § 724.01 ("The procedures set 
forth in the [M.P.E.P.] sections are designed to enable the Office to ensure as complete a 
file wrapper as possible while preventing unnecessary public disclosure of trade secrets, 
proprietary material, and protective order material."); see also M.P.E.P. § 724.02 
(detailing the method a party should use to submit trade secret, proprietary, and/or 
protective order materials to the Office); M.P.E.P. § 724.04 (covering Patent Office 
treatment and handling of trade secret, proprietary, and/or protective order materials); 37 
C.F.R. § 102.9 (procedures to ensure that confidential or privileged trade secrets and 
commercial or financial information submitted by an applicant are exempt from public 
disclosure as required by the Freedom of Information Act (FOIA), 5 U.S.C. § 552(b)(4)). 
Thus, the Patent Office already has the authority and procedures to establish any 
necessary limitations on access to the '014 divisional application in order to protect any 
trade secret, proprietary, or protective order materials that may have been disclosed in the 
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application. Petitioner is obviously willing to accept any such appropriate limitation as 
long as its interest in protecting against the applicant's actions can be addressed. 

For the foregoing reasons, Petitioner respectfully requests that the Director grant 
Petitioner access to the *014 divisional application pursuant to 35 U.S.C. § 122 and 37 
C.F.R.§ 1.14(h). 

Respectfully submitted, 

Dated: January 11,2007 

eBay Inc. 




eBay Inc. 

2145 Hamilton Avenue 
San Jose, CA 95125 
(408) 376-7500 
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Certificate of Service 



I hereby certify that on this 1 1th day of January, 2007, 1 caused a true and correct copy of 
the foregoing PETITION FOR ACCESS OR COPIES PURSUANT TO 37 CF.R. § 
1.14(h) to be served via mail to the following: 

John C Phillips, Esq. 
Fish & Richardson, P.C. 
12390 El Camino Real 
San Diego, CA 92130 
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10/740,151 filed on 12-17-2003 which 
10/824,322 filed on 04-13-2004 which 
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EXHIBIT B 

eBay Inc. v. MercExchange L.L.C.-S.Ct. JA 143-145 
Patent Enforcement Agreement Between MercExchange and Aden Enterprises 
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PATENT ENTORCEM ENT AGREEM ENT BY AND 
BETW EEN M ERCEX CHANG E,L L C . 
AND ADEN EN TER PR 35ES ( MC. 

W HEREAS, M eirExctoange, LLC . CM ecExctiarge") 
believe? that it. has elain s arNng under the patait law sof the 
Umted Sttei against oeataii entities whose pKxJuctB and<6r 
services infiiige issued pataitB or granted patait applications 
(*the M e&£ xchange Patmts" ) ; and 

W HEREAS,AdmEnts^rjses, lie. ("Aden") hasaoquiiEd 
an inelosiye license within a fen of use under the M eac- 
Excftange Patents, aid certain additional lioerae rights pur- 
suant to an Opttri Agieen ententeiBd into as of January 7, 
2000, by arid between A dm arid M eicExchange; and 

W HEREAS, Aden has an equiy owner^iip iitsaest in 
M eKExchange pursuant to a Capital Contnoi and Safe 
A gtsem ententeiBd into as of O ct.30, 1999 and 

W HEREAS, M etcExchange and Aden, therefcie, have 
con m an, annual and afoetsntial rLteasete in the enfcioan ait. 
of the M eicExchange Pataits, and desire to enfcice their 
reepectk-e rghts against one or m oie lifrrgiig Pardee f^en- 
fe>rcem €3it piDOsediigs"), incliding any posEdbte toaisrg 
tettkan ait; com pjeen is& or htrjatiiig and 

NOW , therefois, lbr good and valiaMe ccnsiaeiatjcn, 
tEoeipt of which » herefty acfcnow tedged , M eKfixchanc^ and 
Aden agiee as follow e 

1 . U nJess otherw jee agteed to ii w nting, the infdnging party 
referred to heteii, and the subjsct of the enfoicem ent pio- 
oeediiga is eBay, Sic. (the "frfrirging Party"), a California 
coiporaEbn, current^ in the business of cenducting orftine 
auctoisatwww ^ayoom . This agxean ait ctoee not arp V ^ 
any other infringer, potanmllbai£ee or thM patty. 

2. A dm and M eicExchange hereby agtee to share in the 
costs and expenses of any enibrcen ent piDcseedings rrvo^dng 
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the M ercExchange Patents agaiiet the Infringing Party, w in 
Aden payiig nine-tenths C9A0ths) of those costs and 
expenses and M eicExcriange paying one-tmth CLAOtti) of the 
ooetB and expaia?e, aib^ct to the tEim s and ccnd±x>ns of a 
RepiasentRtton A green ait altered into by and betweai 
Hun ton & w iDiam s, M ercExchange and Adafi, and attached 
hereto as Exhibit A . 

3. A dei and M eirExthange, consistent w ith their mutual 
interest in aifoicing the M orExchange patsits, agree to 
ehare ii the proceeds of any recovery against the Infringing 
Paity, whether by hoaise, sstdan ait, oorri pran 335, jidgn ait, 
aw aid or oonttact under the follow rig schedule: Aden w ill 
receive 22% fltw enty-two percent) of any recovery, but only 
alter actual attorney's fees inamed in the eriforoem ait 
proceedings are pail ii tuH tD counsel for M eicExchange 
pursuant to the R apuseaitatbn Agreem ait but before any 
"aiccess factor" paid under that agteanait), with M erc- 
Exchange to receive the batence of any recovery, or 78% 
feevaity ^sight peroait) of the proceeds. 

4 . Adai agrees thatM eicExchange has the full and uriilateial 
authority to settle or not settle any litigatrm thatm ay form a 
part of the enfcrron ent prooaadings agatet the i nfringin g 
Party under this agreem ait, M eicExchange, hew ever, agrees 
tD confer with Aden before entErhg into any sstflanait 
agreement. 

5. Aden and M ercExchange acknowledge that patent liti- 
gatbn can be an unoenaii and tkn e consum ing aideavor, and 
there can be no assurance of a favorable outran e nan any 
aiforoem aitprDoeedings contEm plated hereunder. 

6 . Adai and M eicExchange farther agree that the fionds 
advanced uncter this agiean ent are unsecured and that any 
recovery can only com e from the proceeds of the enforcan ait 
proceedings agaihet the Sifrxgx^ Party, and that no Hen 
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against M ercfixchange or Aden, their m aii beis, otfteis or 
ctbectDisc9Bi arise firm thisagiBem ait. 

7 . The paities fiiither agiee that any dispute that m ay arise 
tan this atpean ait diaH be aib jet to binditg aibinatbn 
pmaiant to the rxfes of the A m erjban A rbitration A ascciatbn . 
AifoitiHrJon of any dispute arising liemmder £haH be 
conducted at a m utnally agreed upon rxatbn ii A lecanciria, 
V igiiia. 

???? ThisagiBEmQitisaubjcttD the few sand Jiri£tta±ai of 
the C cm m onw eatth of V iigfriia. 

9. This Agtsemeit may be executed in parte and via fac- 
sin He device. 

Aden Enteiprese, Jnc . 

/s/M ichaelS . Luther 
M rHAELS .Luther 
Piseiientand Chief Executive 0 ffber 

M eicExchange , L LC 

zfe/Thcm asG .W ooleton 
ThomasG .W oolstoh 
M anagrigM anber 
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EXHIBIT C 

eBay Inc. v. MercExchange L.L.C.-USSC JA 310-11 
Excerpt From eBay's Memorandum in Support of eBay and Halfcom's Motion in Limine 

No. 2 



307 

W THE UNITED STATES D KTRET COURT 
FO R TH E EASTERN D 3STR IT O FVRGWR 
NORFOLK D 15/ EDM 



C irUA (Xbn No. 2 ,-01cv73 6 

M ERCEX CHANGE, LLC 

v. 

eBay, $ic.,H alp Com , lie, aid 
RetuknBu y ,51c Pejuisvlyarria CoipDiatian , 

DeJaidantB, 

MEMORANDUM II SUPPORT OP 
EBAY AND HALF COM 'SMOTEN N LIM BIENo.2: 



MOTDN TO EXCLUDE EVIDENCE OP 
M ERCEX CHANGE'S SELF-DEALING LICENSE 
"AGREEM ENTS" W ITH ADEN ENTERPREES, 
LEFTBD COM ,AND NAVLET COM ASPROOFOF 
VALB STAND "DAMAGES." 



FILED UNDER SEAL 
TH K DOCUM ENT CONTAUS M ATER IAL THAT HAS 
BEEN DESIGNATED CONFID ENTIAL SJ THE 
ACTDN RESTRICTED DOCUM ENT- FILE SUBJECT TO 
COURT ORDER .THE PAPERS BENTFIED ABOVE 
AND CONTAINED IN TH K ENVELOPE HAVE BEEN 
DESIGNATED AS CONFIDENTIAL M ATER 1AL£,ARE 
SUBJECT TO A PROTECTIVE ORDER ESUED BY 

THE COURT,AND MAY NOT BE EXAM IN ED , 
DISPLAYED, REVEALED, OR COPIED EXCEPT BY 
THE COURT, OR PURSUANT TO COURTORDER . 
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• Third, the purported licensee w ere signed after M r. 
W co]£ton--a pattiit attorney w ith fiillknow teige of 
how iifnngan entdam ages are calculated- tcsofrad 
to aie eBay. Si feet, one of the "agissm eiite" w« 
aiteaEd only ater M einExchange ana Aden ccn- 
oactsd to eiiaie in the paooeeds ton the pieesnt 
Iw suit- N ot auprifringjy, M eacExclianqe now teliee 
on these purpoitsd agrean ents and their artificially 
iiflatBd tarn saethe oaitEapsoe of is dan ages case. 

D etpite these inid imputed foots, M eicExchange plans to offer 
the agrean ents as "obpoth/'e eviaaice" that the patEnte-ii- 
autare valid, and laties upen then as a basis fbr calailaflcng 
the clam ages it seeks. The agreem eats cany no probative 
valie on either point; and instead m ay concise the juy and 
have an undLL^ T piejjdicKl effect. Lice the eiian R etumBuy 
"confession" and Ibensa (See D efeidants' M otion in Lin :he 
No. I), the *Aden fan ify" agreements ate maiulactnied 
evidence, w ith litigation in m ind. Thus, the Court ^xxiDd ex- 
elide any reliance on the Aden, N avlet, and Leflfcid licenses 
asprtof of validity ordan ages. 

n. BACKGROUND. 

A.Mr. W cotton was a hi^-iankrig executive and 
oo -ow ner of Aden, Navlat, Lefifcid, and M erc- 
Exchange. 

Si 1995, Pierre Om idyar, an engineer, and Tlicm as W Col- 
ston, a patent yer, had tw o fljndan entaiy different view s 
of how to am an JhtPinetlsusiiess. Over several m onths, M r. 
W ootten spent his spate tin e w r±±ig a patent spplicatbn 
deeca±>ing a cum bersom e ousted intsm ediary syntHn . In ]es3 
than a week, M r.Om it/arwrote theeoflware Jbrapeascn-tD- 
peiEtri auction system thatbecam e eBay. In November 1995, 
as M r. Om idyar's systen w as grow ing in popularity, W oo> 
etcn lewiDte and tefDed his application with the Patmt 
Office. 
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W note M r. Omrtyar's peaion-d>peiiEcn auctbn site was 
beoom ing one of the world's meet i&apected e-commerce 
busine^e3, W oolsten attm pted to partner w ifliMCI W orrl- 
Ccni } M cfartend DecL Ex. 1 ve-m aiL ton T . W ooiatDn to 
R .£m in atM C I Oan.15, 1996))). 

W ortJC cm lejected W Colston's p^posal, as dil a asries of 
\^ituiE cspitRlitB, travel agarriee, w eb devetpeis, antique 
(feateis, ait zetaileis, and G eoige M aeaiUninEtEity. See, eg., 
M cFarland DecL Exs. 2-4 {Lettes tan T. W oolstm to 
W atfiingtnn Antque Celts: CUne 1, 1998); to W avefrnx, 
LLC. Ctine 20 , 1997? ; and G eoige M aapn UnivHrKTty Nov. 
14,1997)). 

3h early 1999, M r. W ooMnn and his acmpany, M eac- 
Exchange, finally rbund a partner in M xhael Luther and his 
acmpany. Aden Enterprises, an Omaha, NdMadca holing 
company. M r. W oo^cn and M r. Luther enteiEd into an 
agiean entthiough which Aden and M earExehange cfctained 
tw enty-ffe/e and tm peaoant ow netdiip iitiaests in one an- 
other. M cFarland D eel Ex. 5 (Letter ftcm M . Luther to T . 
W oolteri tfen. 19, 1999))). 

Aden and M ercExciiaarje planned to aie eBay, ixfcm ately 
altering a "Patent Enfomi ent Agisan ent" to pititiy fund, 
and £iaae in any leoovay ton , any patBTt iifdigan ait 
actbnagatet^ay. M cFarland D eoL Ex . 6 PatmtEnfcroe- 
m oitAgiBsn eitfoy and betw eai M eicExchange, LLC. and 
A dm Enterprises, Sic J). 

TheiBaflHr, Adai framed two sufcerliary dot-ocm ocm pa- 
rries, Lefibid and N avlet, ctsating the "Adm Fam iy of ocm - 
paniee, iicXsting: CL) Adai Enterprises, G) Leflbidjccm , 0) 
NavJetoom , and tt) M eisExchange. Few of the iidi/iiuals 
invoked undeistcod the 'Ytefcurxisf w eh of con panies, and 



1 w oiilCcm 's tas aicocrpftil history may be sv^vad at www . 
v orfcbcm stpckfr^i il ct and w w w .wedtem an rQcr^ekw su±ix>rn . 
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EXHIBIT D 

eBay Inc. v. MercExchange L.L.C.-S.Ct. JA 588-89 
Excerpt From The Trial-Opening Argument of eBay (April 24, 2003) 
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government. That you can get 3 patent, but the only way you 
can get a patent is if you describe how to buiid it. You have to 
teach those of ordinary skill in the art how to build this new 
thing that you have now created. Mr. Woolston didn t do 
* * * * 

[292] Goodwill or Salvation Army on your own, some old 
clothes or something like that and go down and deliver it, 
would you then say that — and someone came in and bought a 
pair of jeans for two bucks or something like that, would you 
say that the Salvation Army and Goodwill searched your 
home for those jeans that particular item? No, you wouldn't. 
Well, that's what's happening in this case- 
Half, com is provided a host of information by third parties. 
Third parties deliver ro Half com information. Halfxom takes 
that and puts it in their database, okay, and then a user comes 
along and says/ I d like an AM/FM radio. H3lf.c0m S3ys r 
Here it is, its in my database, there you go. Has Half.com 
conducted a search of a plurality of these other databases for 
thai item? No, of course not. Just like the Salvation Army or 
Goodwill didn't do a search of your house for those pair of 
jeans that you dropped off with dresses and other things. 
They didn't do a search of your house. Irs just not the same 
thing. Its completely different And that's going to be an 
issue that you will decide in this case. 

There was a mention about a meeting between eBay and 
MercExchange. MercExchange approached eBay and wanted 
to there was a lawsuit going on between eBay and another 
company called Bidders Edge, and it was over whether or not 
Bidders Edge could search eBay' s site, and eBay said, no, we 
don't want you searching our site, you are clogging our 
network. 

[293] So there was a lawsuit between eBay and Bidders Edge, 
and MercExchange heard about it. And MercExchange came 
to eBay and said. hey. ma\t>e we can swap. You know. 
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maybe you can rake this '176 patent. It will help you out in 
that lawsuit 

There is a gentleman named Mr. Phillips who is Mr. 
Woolston "s friend. He's an attorney. He's a co-owner of 
MercExchange, and he also happened to be an old classmate 
of someone that worked at eBay. So he called this guy up at 
eBay and said, hey\ we've got a patent, maybe we could help 
you out with this Bidders Edge case. -And there is some 
correspondence between Merc Exchange and eBay about 
that. That call and that communication took place between 
eBay and MercExchange before any communications with 
the lawyers. 

Mr. Woolston testified in his deposition that what he 
wanted to do with respect to that meeting was he wanted to 
horse trade. He thought that maybe he could provide some 
intellectual property rights to eBay and that eBay would 
provide some intellectual property rights to him, to allow hmi 
access to eBay s site or something like that But he clearly 
understood that that eBay -Bidders Edge decision was about 
whether or not third parties could come onto your Web site, 
and he liad a patent tliat he thought allowed that and so he 
wanted to discuss that. 

At the tune of this meeting — a couple of things 
* * * * 

[304] Q. Do you have any children? 

A. Yes. I have a daughter, Georgia. She's almost 

THE COURT: Mr. Woolston, I think if you move the mic 
back, you might be able to sit back and be more comfortable. 
I dorrt know, it s up to you. But you re kind of sitting there at 
die edge. So however you want to do it that's fine. 

THE WITNESS: That's better. 
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EXHIBIT E 

eBay Inc. v. MercExchange L.L.C.-S.Ct. JA 669-70 
Excerpt From the Trial-Testimony of Woolston (April 25, 2003) 
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Q. WelL in the complaint you stared rhat LeftBid has 
breached the LeftBid license by. inter alia, which means 
among other things, failing to pay royalties, failing to 
maintain reports of gross transactions and failing to comply 
with the nexus requirement of the LeftBid license, right? 

A. Is that the letter I wTOte to them terminating the 
licease? 

Q. Fin talking about the complaint. Paragraph 25. 
A. I would need to see it. 

MR. RANDALL: Til accept a stipulation if— I [578] mean 

MR STILLMAN: Sure. Anything. 
THE COURT: Okay. 
MR RANDALL: WelL Your Honor— 
BY MR RANDALL: 

Q. Your counsel has just stipulated that one of the 
reasons why }^ou sued LeftBid, as stated in your complaint, 
was that they failed to satisfy this nexus requirement of the 
LeftBid license. 

A. Right. They were not building the '265 or the 176 
patented system, they were building their own. they were 
building a live bidding system that had nothing to do with the 
patent. 

Q. And you believe they were required to build the 
; 176 or the 265 system under that license agreement ndht? 

A. The license required them to do it but you couldn't, 
you, I couldn't make LeftBid do it. LeftBid had its own 
business. It was doing its own niche. It was pursuing — 

Q. In January of 2000 you entered into an agreement 
between MercExchange and Aden to jointly fluid and share 
die proceeds of a lawsuit against eBay, correct? 

A. What's the date? 

Q. January 7, 2000. 
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A. That sounds about like die time we were going [579] 
through to enforce the patents, yes. 

Q. Well you actually formed an agreement. You entered 
into an agreement with — 

A. Aden. Yes, I agree. 

Q. Right? 

A. Yes. 

Q. In January of 2000 ? MescExchange and Aden entered 
into an agreement to share die costs and share the proceeds — 

MR. STTLLMAN: That s the third tune he's asked that 
question. 

THE COURT: It is. Just go on, Mr. Randall, please. 
BY MR. RANDALL: 

Q. Okay. Do you believe that eBay infringed at that time, 
in January of 2000? 

A. The patent we were going to enforce against eBay in 
January 2000 had not yet issued. We had received an 
indication from the Patenr Office it was going to issue. That 
was the 051 patent that eventually issued as the '051 patent- 
Yes, that they infringed that patent that subsequently issued, 
and we believed eBay infringed it. 

THE COURT: Next question? 

MR. RANDALL: Okay. 

BY MR RANDALL: 

[580] Q. That patent's not m this lawsuit, is it sir? 
A. No. 

Q. After you left the Aden family of companies you tried 
to sell your patents, correct? 
A. Yes. 

Q. You tried to sell them to Auction Watch, correct? 
A. No. 

Q. Did you ever send a letter to AuctionWatch asking 
them to negotiate some sort of an arrangement with you? 
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eBay Inc. v. MercExchange L.L.C.-S.Ct. JA 671-75 
Excerpt From the Trial-Testimony of Woolston (April 25, 2003) 
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A. Yes, I think we did. 

Q. And nothing happened to that, right? No agreement 
was reached? 
A. No. 

Q. Okay. And you also sent your patents to MySimoa 
correct? 
A. No. 

Q. Auc tionWatch didn " t buy sour patent, did they? 
A. No. 

Q. They didn ' t license them? 
A. No. 

Q. You never sent a notice letter of any son to 
MySimon? 
A. No. 

Q. How about DealTirne. did you ever send any of your 
patent to DealTirne? 
[581] A. No. 

Q. How about Bidder s Edge, did you ever send your 
patents to Bidder's Edge? 

A . I called the principal of Bi dder s Edge. 

Q. And they didn't buy or license your patents either, 
correct? 

A. "They'd been put out of business by eBay. 

Q. Thev didn't buy vow license your patents, did they? 

A. No.* 

Q. In the spring of 2000 when you were working at 
Navlet, you were working on a system that would crawl other 
web sites, correct? 

A. It w r as a lot more complicated than that. 

Q. WelL when I say — do you understand what I mean 
when I say "crawl a website"? 

A. No. 

Q. Okay. You were working on a system at Navlet that 
would allow it to enter another company 1 s website and 
retrieve information, correct? 

A. Among other things, yes. 
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Q. And you wanted at that time, in the spring of 2000. 
the Navlet system to be able to enter eBay*'* website and 
extract information, right? 

A. Yes. 

[5S2] Q. And yon knew that eBay and Bidder's Edge were 
involved in a lawsuit, right? 
A. Yes 

Q. You knew that eBay was trying to keep Bidder's Edge 
from entering eBay's website and extracting infotrnatxoa 
risht? 

A. Yes. 

Q. And you thought what Bidder s Edge was doing was 
covered by your parent, your 1 76 patent, right? 
A. Yes.' 

Q. Your lawyer, John Phillips, approached eBay and told 
eBay that perhaps it could use your patent against Bidder's 
Edge in the lawsuit, right? 

A. 1 don't know if that was the approach. What I know is 
that Mr. Phillips was put into contact with 

Mr. Monahan and 3rert Healy — I believe he's sitting over 
there — about potential ly buying the 1 176 patent, yes. 

Q. You were sitting — you were there while Mr. Phillips 
was deposed, correct? 

A. Yes. 

Q. hi this case? 

A. Yes. 

Q. You sat through the deposition and watched it, nght? 
A. Yes. 
[5S3] Q. Take any notes? 
A. No. 

Q. Okay. Do you remember Mr. Phillips testifying that 
he initiated contact with eBay: specifically he contacted an 
ex -classmate Todd Cohen. Do you recall that testimony? 

A. Yes. Todd Cohen and John Phillips went to law 
school together. 

Q. All right. And do you recall Mr. Phillips testifying 
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that, iii fact, he contacted Mr, Cohen and talked to him about 
the Bidder' s Edge case 0 

A. No, but that makes sense. 

Q. You don't recall that testimony? 

A. No. 

Q. Do you recall the testimony from Mr. Phillips that, 
that he contacted Mr. Cohen at eBay before there was any 
contact between eBay's lawyers andMercExchauge? 

A. Yes. That makes perfect sense, because the 176 pa- 
tent had not issued at the time, so Mr. Monahan and Mr. 
Handler would have no reason to contact us unless they knew 
about it. So they knew about it from somewhere, and it hadn't 
issued yet. So they must have known about it from — 

Q. All right. So the first contact between Merc Exchange 
and eBay relating in any way to your patents was Mr. Phillips 
contacting eBay and talking to Mr. Cohen, [584] his former 
classmate, about this Bidder 1 s Edge case, right? 

A. Yes. And then — 

Q. But— 

A. — the way I understood at the rime, then Ave got 
contacted by eBay tliat said they were interested in buying the 
patents. 

Q. I wasn't asking you about that, I was just asking about 
the initial contact. 

But at die time Mr. Phillips contacted eBay, he didn't 
mention anything about any alleged infringement by eBay, 
right? 

A. I don't know what he said. 

Q. WelL you w ere sitting in there in his deposition? 

A. I don't think he said he recalled what he said. I don't 
recall what he said in his deposition. 

MR. RANDALL: Your Honor, may I refresh his recol- 
lection with respect to that issue? It's an important issue in 
this case, and I've just got a couple clips to play. 
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THE COURT: No ; I don t rhink that* s appropnate to show 
another person' s deposition to refresh his deposition about 
what he said in the deposition. 

MR RANDALL: But he was there. 

THE COURT: I know he was there, but . . . 

MR. RANDALL: Okay. 

[585] BY MR. RANDALL: 

Q. Do you recall tliat yesterday you testified that, be- 
cause eBay knew what your patent application numbers were, 
that somehow they must have done their homework? 

A. Yes. 

Q. Do vou recall that? 
A. Yes" 

Q. And you suggested that perhaps they had found this 
foreign patent application of yours; is that right? 

A. They must have found the license agreement we had 
with Aden off of EDGAR, because they had our serial 
numbers- Our foreign application wouldn't have our patent 
application senal numbers. 

Q. Well, you're a patent lawyer. You understand that you 
can get related patent application numbers from the Patent 
and Trademark Office, right? 

A. No. I'm uot an expert on Patent Office procedures, 
and I don't believe that's true. 

Q. You donx you don't know T that you can contact the 
Patent and Trademark Office and go on their web site and 
find out what the related patent application numbers are? 
Nothing else, just the numbers? 

A. No. 

Q. And you didn't know that yesterday when you 
suggested that maybe we, that eBay found out about these 
[5S6] numbers through some other means, right? 

A Maybe they did. 
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THE COURT: Good rime to take a breiik? 
MR. RANDALL: Sure. 
(Jury left the courtroom.) 

THE COURT: How you doing, Mr Randall? Are we going 
to finish? 

MR RANDALL: Probably not. But certainly the . majority 
of what I've got by today, and maybe just a short, short 
examination on Monday morning. But I'm . . . 

THE COURT: Okay. It s your case. 

MR STTLLMAN: I know this is a waste of time, but I've 
got a big problem. Mr Randall called me, left a 'voice mail 
last night, and Tm not criticizing^ because I understand these 
things are difficult to plan, but said that he thought he'd be 
finished by lunch or shortly after lunch, and we brought our 
expert witness in this afternoon who cannot be here on 
Monday. Is diere any chance that we could put him on — lie's 
a short witness— out of order? 

MR. RANDALL: Your Honor, what I said- 
Mr. Stilknan asked me yesterday - 
THE COURT: I can t hear you. 
MR. RANDALL: I'm sorry. 

Mr. Stilknan asked me yesterday if I was going to take the 
full day today. And originally I said yes T I think 

* a * * 

[5S9] jurors about the Friday traffic. And Mr. Stillman lives 
in this area, as some of the other lawyers do T but Mr Randall, 
you don't, and this is an extremely unusual situation today. 
So I told Mr. Johnson to tell tliem that — and 1 11 reU them 
w T lien they come out here — we're going to break at 10 
minutes to 5:00. because once five o'clock starts^ especially 
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eBay Inc. v. MercExchange L.L.C.-S.Ct. JA 688-89 
Excerpt From the Trial-Testimony of Wools ton (April 28, 2003) 



6S3 

THE DEPUTY CLERK: Judge, for- clarification, on the 
list it's D16S and you said 68. Is the list correct 0 Is it 
supposed to be 16S? 

THE COURT: 168 according to what I have. 

THE DEPUTY CLERK: I just wanted to make sure. 

MR. RANDALL: Yes, it s 16S. 

(Defendants Exhibits as recited were received.) 

THE COURT: And we didn't call the roll, but everyone 
agrees that everyone is here? 

MR. STILLMAN: Yes. 

MR. RANDALL. Yes. 

THE COURT: Tnank you. Go ahead. 

CROSS-EXAMINATION 

BY MR. RANDALL: {Cont'd) 

Q Mr. Woolsron, we talked about last Friday your 
various business plans for your company Fleanet correct ? 

A We talked about die -business plans, yes. 

Q I would Like you to look at Defense Exhibit 381. I'm 
sorry. This is a — 381 is the patent enforcement agreement 
that we talked about between Aden and MercExchange in 
which Aden and MercExchange 3greed, I believe, on January 
7. 2000 to sue eBay, and this is the agreement; is that right? 

A Can I take a look at it? 

Q Yes. Absolutely. 
[640] A Go down to the bottom. All the way. Yes : this is my 
signature. It looks like the enforcement agreement. 

MR. RANDALL: I'll move Exhibit 3S1 into evidence. 
Your Honor. 

MR. STILLMAN: Could you look at your pretrial order'* 
My page has bled off with respect to the court's rulings on 
that. 
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THE COURT: 331? 

MR. STILLMAN: Yeah. I caivr tell. 

THE COURT: I II be able to tell very quickly. 

MR. RANDALL; Should be 00. 

THE COURT: It s 00. It's admitted. 

MR RANDALL: Thank you" . 

(Defendants* Exhibit 381 was received.) 

BY MR. RANDALL; 

Q We also discussed your business plans, correct, Mr. 
Woolston? 

A Fleanet business plans. 

Q If you can pull up Defense Exhibit 53, please. Merc- 
Exchange LLC. that's vour company, correct? 
A Yes 

Q And that's the address of your company listed on this 
cover page of Defense Exhibit 53. correct 9 
A No.^ 

Q It was at one time, correct? 
[541] A Yes. 

Q. Move to the next page. Is this a business plan or draft 
of a business plan produced by MercExchange? When I say 
that. I'll direct your attention to the bottom right-hand corner 
where it says ME. indicating a MercExchange production 
document. 

A Yes. This is either a draft or a final that was produced, 

yes. 

MR. RANDALL: Your Honor. I move Defense Exhibit 53 
into evidence. 

MR. STILLMAN: Fm sorry. Does that documetit have a 
date on it? 

THE WITNESS: No. 
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eBay Inc. v. MercExchange L.L.C.-S.Ct. JA 742-45 
Excerpt From the Trial-Testimony of May (April 30, 2003) 
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MR. S TILLMAN: I can't see because my page is cut off in 
the pretrial order. I don' t know what — 

[1 102] THE- COURT: lis okay. 

(Defendants Exhibit 405 was received) 

BY MR. RANDALL: 

Q This is the end of Exhibit 405, which was a resolution 
by MercExchange, and it is signed by the three 
MercExchange board members that were present at the 
meeting, correct? 

A Yes. 

Q And the signatures are as follows: Tom WoolstorL 
Michael May, and John Phillips, correct? 
A Right. 

Q And you all agreed, did you not — and can you blow 
that language up? It says, "The undersigned managers waive 
the requirements of Notice of Meeting as required to hold a 
meeting of the MercExchange Board of Managers for the 
meeting being held October 15, 2000/' Do you see that? 

A Uh-hukYeah. 

Q What other individuals were members of the board at 
that time? 

A I think that would be — we'd be the only members of 
the board at that time, board managers. 

Q Let me direct your attention to Exhibit 404. Can you 
pull it up? Do you recognize this, sir. as — if you can blow up 
the first paragraph of that — as minutes of a meeting of the 
Board of Managers of MercExchange? And this board 
meeting was held on June 14, 2001. Do vou see that? 
[1103] A Yes. 

Q You were a member of the board at that time, correct? 
A Yes. 

Q And so was Mr. Woolston. Mr. Phillips, correct? 
A Yes. 
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Q And this document memorializes what happened t that 
boarding meeting, correct? 
A Yes. 

MR. RANDALL: Your Honor, I would move Exhibit 404 
into evidence. 

THE COURT: 404 is admitted. 

{Defendants' Exhibit 404 was received.): 

BY MR RANDALL: 

Q Who else was a member of the board at that time? 
A I think we were the only members of the board 
managers 

Q Now, is this about the time, June of 200 L that 
MercExchange decided to redirect its efforts from trying to 
build a business to licensing? 

A No. This was some months after that. 

Q .After this date, did MercExchange ever attempt to 
resurrect this effort to build a business? 

A After the 2001 date? 

Q Yes 

A No. 

Q And when you talked on direct about MercEx^!^' s 
[1104] attempts to kind of 'build this business, you are not 
aware of any attempts on behalf of MercExchange to build a 
business between 1995 and 2000, correct? 

A Would you repeat that? 

Q Your testimony was that sometime in 2000 there was 
some effort by MercExchange to build this business and 
create software, right? 

A WelL I believe my testimony was that they were 
ccmtinuing an effort that had started in '80 (sic). So yeak 
there was an effort going on, but that effort had begun in 
1999. 
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Q And, I'm sorry, if I forgot. Were there any other board 
members at tins rime in June of 2001? 
A I don ' t believe so T no . 

Q this board raeetuig — and I direct your attention to the 
fourth paragraph down where it says, "The first order of 
business. The first order of bxisuiess was to review and 
approval of Resolution 1, ratifying the company 1 s agreement 
to settle its litigation with Goto. com/' correct? 

A Yes. 

Q Thar settlement had already occurred by the time you 
had this meeting, correct? 
A Yes. 

Q And so the board was basically approving something 
that Mr. Woolston had done already, correct? 
[1105] A Ratifying it yes. 

Q. Means approving? 

A Approving. 

Q Right. 

A .After the fact. 

Q Right. The next paragraph states, A motion was 
made to approve Resolution 2, authorizing the company to 
further investigate, and if deemed necessary, to initiate legal 
action against Auction Watch for infringement of the 1 1 76 
patent. ' Do vou see that? 

A Yes." 

Q It was passed bv vinariimous vote, correct? 
A Yes. 

Q So at that tune you wanted to sue Auction WatcL 
right? 

A We wanted to determine if it made sense to sue 
Auction Watch. 

Q Would you scroll down to about the middle of — this 
paragraph that we see here, where it starts — the paragraph 
starts, "Mr. Woolston presented a summary of the proposed 
budget for the company for the remainder of the calendar 
year." Do you see that? 
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A Yes. 

MR. RANDALL: Can you blow up from starting in die 
middle of that subparagraph where it says. Each nonemployee 
manager 0 Just go all the way down. There you go. 

» * * * 

[1107] salaried officers and employees, shall be eligible to 
receive bonuses. These bonuses, if any, are to be tied to the 
success of the company in its licensing activities. *' Do you see 
that? 

A Yes r I do. 

Q And that means that if you are successful in litigation 
against eBay or whomever else for licensing, you all get a cut 
of the pie. right? 

A Yes/" 

Q And in this mstance, based on the Goto.com 
settlement Mr. Wools ton received $2.1 million to take home, 
correct? 

A Well that was what we agreed to pay. I don t know 
that it was actually distributed that way. 
Q You don' t know if that was distributed? 
A Not in that manner I don't think it was. 
Q You don't think so? 

A But that was our intent certainly at the time of this 
meetmg to do that. 

Q So your intent at this meeting was, based on the 
Goto.com settlement was to pay you $250,000, pay Mr. 
Phillips $250,000, and pay Mr. WooLston $2.1 rmllioa 
correct? 

A Correct. 

Q And, in fact other former members of the company, 
Mr. Bart lam and Mr. Matney, accused Mr. Woolston of fraud 
and accused you and Mr. Phillips of breaching their fiduciary 
duties in arrivmg at these resolutions, correct? 

* * * * 
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eBay Inc. v. MercExchange L.L.C.-S.Ct. J A 133-36 
Excerpt From the Deposition of Luther (June 20, 2002) 
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A. Speculating, speculating .Asl sali, I -lon'tknow 
w hetherw e ofiEEtra cney^ that v as ow ad or w hat. 

Q . D rl you iaid j^uagraph 1 5 b6&>ie you executed tiie 
exh±>itni aifced as- 

A. Yes. 

Q . - ExhfcfclO? 
P.1B] A. Yep. 

Q . SopmaianttDpaiagcph 15 of ExhjbatlO, Aclai was 
puicliatriiTg tm peioentow neE±ip eicExcJiange? 
A. Yep. 

O . Ii cnT£rid£aat±ii for two r^otEe psyabfc ii trie an o.mt 
of $4 m iffibn? 
A . Utn 4un . 

0- W \v/ f <yn Octcber 28, 1999, was Adai goixj to pay 
$3 .75 m ittbnmoie than it was obligated to pay lbrthe e^me 
ow rtenEixip Ti tpgpgr. ii M eicExcliange pmeuant to the Ckriiaiy . 
19th, 1999 agiean «? 

A. That's a good queecbn . I dent ipcbIL ThatTs a good 
queetbn. 

Q . You don't tecaTlany imson w hatEoever? 

A . Exotpt that I- I guess we- we feJ: that- that Tom 
W cofcttn ana M etcExchange had- Itad an opportunity to 
he£> our Com pany inm aiasfy, and I think that thee w as- 
pait of tw as jist qualitative, w as Jiet isa^grnzrig tlie valie 
of their icte , w hich sean 8 tr> te fcind o f oil . B ut I beleve that 
w as the gsteeiB of it. 

Q . And that jote w as a role that liad expanded fcetw eai 
Salary 19th, 1999 and 0 ctaber28th, 1999 . 

A. Right, yeah. 

* * + * 

P-41] Q . - <ixxinentmatfcedasExh±>±12? 
A. No. 

MR. HENDERSHOT: Td Bee to marie as Exribt 13 a 
cem plaint in the U£. D istrct Court for N ebia^ca fflad by 
Ao^EnteopriBeeagainstM ercfixchange, LLC . 
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V apoeaticn Exlrbit (Lutheri 13 , con piunc Cited jn theU £ . 
D istrbtC curt. IbrN ct>ra£ka ffled by Adai EntErpiiseeagaiiet 
M eK£xctvnge, LLC , tnaUced tor ttairidcatbn, as of mis 
■lite .) V ocum aitplsried fcsetoie the w itnaa?.} 

Q . Do you have E>:h±>:iti 3 ii ficntof ycu, M r. Luther? 
A. Yee. 

Q . W ouH ycu take a m cment to usvja* ft: tbr me. ft 
pauss ii the piDaeedixpa,) 
A. Okay. 

Q. W auH y^Li refer to paragraph 6 of the aan p3aiit Do 
yDU saepaiacpaph 6, M r. Luther? 
A. Yes. 

0 . Paiagrsph 6 leads, "On or about Jaiuary 7th, 2000, 
the pithtiff* bexig Aden Enteiprfees, 'Through its pieektet 
and chisf s<ecutE7e oftber, eatEned D-42] into a pateit 
mfoiDan ait agreem ait." D oes this refresh your ijscollection 
as to when ycu ececuted the patEnt aifcraan ait agjBan ait 
m atfced as E.xhlxfc 12? 

A. Ithiifctliat'e.whatl^iii.dian'tP 

0 ■ I thiUc— I thiik ycu piEain ed that you executed it on 
.January 7th based on the date of the optcn agieem ait s&- 
fensd & therejh . 

A . Oh. 

Q . Does Exh±>i 13 isfeai your isooDectxn as to whai 
you executed the patmt aifcacen ait agcean ait m aiked as 
Ejtfrb:fcl2? 

A. Fni— I'm inferririg it was January 7th, 2000. 

Q . I <iosct your attmccai bade to Exhibit 12, the patent 
aifcapem aitagreem art. W culdycAi read paragraph 1 fcrrae. 

A . "W heasas M eirfixchange LLC (M eacfixchange'} be- 
lieves that i has ciun e mhg under the pateat laws of the 
Unied State©- " 

Q . I don't m etsi to internet, M r. Luther, but the para- 
graph num bered 1 . 

A . "Unless otheiw fee agjaed to ii w rJting, the iirmgixj 
party refened to heassi on the aibjsctof the aifcicem ortprD- 



1-3 



135 

osediigs is & ay, ]hc the [143 ] iifiixfing patty, a C alifcirua 
ai>ipoiaEbn , cxuimt^' in the business of aorchjcting- " 

Q . That* s good enough. I >i^w ant to identify eBay - E I 
<xxxil ditBct your attention to paragraph nun beted 2 on the 
fist page of. Exhibit 12, it provides that, ^dai and M eic- 
Exchange hereby agree to stiare ii the coets and expenses of 
any •^ifcioem ant proceedings rwolring the M erciSxchange 
patmtB aga±i£t the infengrsg patty w ith Aden payhg nine- 
tsnthsof thoee costs and expenses and M ercfixchariqe paying 
one-taith of the cofibs and expanses." D o you see that? 

A. Yeah. 

Q . So prbr to January 7th, 2000, had you leacned an 
agtsan ent w ±h M eu^xchange, and "you" b&tig- you acting 
in your capacity as CEO of Aden- tobrhg suit aga±Et eBay 
whereby A dm and M acExchange would diare in the ooscs 
and expanses of the proceeding? 

A . W ell, as evidenced by this acnoact that- that 
oataiiV is whatw e agreed to do. 

Q . I w ar3d direct your atraition to paragraph which 
states, *Aden w ill receive 22 percent of any rea^ery," do 
you see thai? 

A. Yes. 

fL44]Q. Is that ccris&Bnt w in your irndei^Griciirtq of the 
agrsan ait on January 7th, 2000 , that Aden w ouU rsoeive 22 
peroentof any recovery- 
A . Y es. 

Q. - had fon eBay? 
A. Yes. 

Q . So on January 7th, 2000, Aden Ent^rfees entered 
iito an agreem aitw ith M exfixchange m arJced as Exhibit 12 
wherrfcy A den world share ii the costs and expaiaae of the 
aritagaiieteBay basadcnM r.W ooleton's patartB and Aden 
would receive 22 percsastof any rexwery,- is thatconect? 

A . Thafs right. 
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0 . Do yxi lBcaU if A d€n and M eirExchange r^sr altered 
into a attract earn iter to the one m aiked as Ertfrbit 12 w here 
a party other tiian <=Bay w as nam ed as the tifmgjng patty? 

A. Y eah, 1 r*E-Jiev^ that— I beli^/B Proifoe w as the fet 
irfciatiye, and I don t iBcaU w hether that w as ccriDactual ri 
ratine ornot. But ri the travel 8ecfl2r,and ii the auctbn sector, 
those w ete tw o places thatthete w eifi iifriTgen ent isaaes. 

Q . So other than Pnoeline and eBay, w eus theiB <*iy other 
thitd parties thatw eis identified as an 
* * # * 

PS6] A - Aden ctian'tho]daiiy,Of Adai's diaiBB? Aden- 
the paiait can psny wouldn't have heU any of the Aden 
diaise. Itwouki have been third paidesthatheldthedaaiES. 

Q . How m any of the few hundred m iniDn shanse of A dai 
stock weie avaiteble ibr oadrg to letail rtveetois in January 
of 2000? 

A. Qu±eafe*.rm speculadng.ArxJ thenunbercii5r^d. 
C eitHTLly tms of m iTTrrts. 

Q. fri January of 2000, w ?e Them as W colston etin en - 
ployed by A den Enterprises? 

A . Cfennaiyof 2000, IYn aseum inq eo. 

0 . To your know fcdge, 21 January of 2000, was Than as 
W cotton stilLpeerfcaitof N avtet? 

A . Y eah, Ibelieve so. 

Q . A nd chief technology officer of A dav? 

A . Right. 

Q . And chisf technology offioer of Leflbid? 

A . I'm aaaum iig that tin e perbd that he would have 
teen in thatposixii ii those con ponies. 

0 . And on January 24th of 2000, did Aden Enteaprises 
ownaniitaEstnM acfixchange? 

A . W hether- w hether the securities w ere hell or w e had 
a contract for those shares, yes. 

Q . Prbrto January 24th, 2000,M eitExchange p.57]heH 
diaiss of A den Enteaprees, is thatconBct? 

A . E itherby contractor physical^ , yes. 
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eBay Inc. v. MercExchange L.L.C.-S.Ct. JA 681-82 
Excerpt From the Trial-Testimony of Wools ton (April 25, 2003) 
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BY MR RANDALL: 

Q. There was no way. at least as you understood it. for 
eBay to have known at thai time that you iiad planned to sue 
eBay in January of 2000. correct? 

A. January of 2000. Was there any way for me to have 
known that eBay knew that we planned to sue eBay in 
January 2000? Is that die-question? 

Q. Right. 

A No. That was public record. £B3y may very well have 
known that. 

Q. Your agreement with Aden Enterprises in January of 
2000 that you had an. agreement to sue eBay, that was public 
knowledge? 

A. Yes. It was laid open in the suit between Aden and 
MercExchange. It was made pubHc. Part of the public record. 

Q. When eaay and MercExchange Were ha\ing these 
various exchanges, MercExchange never said in any one of 
those communications that we've gone through that eBay 
[597] infringes any of these patents, right? 

A You didn't infringe — eBay did not infringe the 265 
patent and the 1 1 16 patent at our meeting. They did infringe 
the patent that subsequently became the 051 at that meeting, 
but we never made the charge of infruigement because eBay 
wasn't infringing the issued patents at that. time. 

Q. MercExchange never communicated to eBay in any 
way tliat eBay infringed any of its patents until you filed suit 
in this case, correct? 

A. I don't know if that was the inference you would have 
taken from our meeting or not. That was the communication I 
had with eBay. 

Q. When did you authorize suit in this case, sir? 

A. Probably a couple months before we filed suit. 

Q. And when was that? 

A Probably — welL i think we, this lawsuit got started in 
September. 
Q. 2001. 



J-2 



682 

A. Okay. So probably a few months before that. 

Q. Okay. Prior to filing suit against eBay in September of 
2001, you never communicated to eBay that it infringed any 
one of your patents, correct*? 

A. That's, yeah, that 1 * probably correct. 

Q. And you never Communicated to eBay that you had 
[59S] this agreement with Aden Enterprises in January of 
2000 to sue eBay, correct? 

A. You might have had — you've got other documents out 
of that record, so I think you have it. 

Q. No. We got those in discovery in this case, sir. 

I'm asking you a question. Did you ever, before Sling this 
lawsuit, did you ever inform eBay or have anyone on your 
behalf inform eBay that you and Aden had reached this 
agreement this contract to sue eBay in January of 2000? 

A Probably not. 

Q. Without full access to your patent file histories, no 
one would know about the rejecnoas that the Patent Office 
had issued to your claims in the pending applications, 
correct? 

A. I' m not sure if that' s true or not. 

Q. WelL the Patent Office application process is private; 
nght? The public doesn't have access to what's specifically 
going on in the Patent Office, right? 

A. You seem to have a way of figuring out what 's going 
on at — 

THE COURT: Just answer — no, no. no. He asked you 3 
question. Don't ask him a question — 

THE WITNESS: All rigit. 

THE COURT: — or make a comment, just answer die [599] 
question. And then if you want to — 
THE WITNESS: Yes, sir. 

THE COURT: — elaborate on your answer, certainly you 
may do that. 
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By A*>(f/}fl Rwkiy 
Washington Post Siarl Writer 
Tuesday, August !2. 2003; Page EOS 

EBay Inc. revised its iecoiid-qnarter earnings downward yesterday ro reflect a 
S50 million charge, a change thai the compauy said was necessary because of 
last week's court judgment thai said eBay owes a Virginia inventor S29.5 
million for patent infringement. 

The online auction service now say* it earned S9 1 .9 million (2S cents per 
share"). On July 24. the company had reported earnings of Si 09.7 million {33 
cents). The company completed a 2-for-l stock split since its initial earnings 
announcement, so second-quarter earnings per share are now 14 cents. 



EBay had to take the charge 
because it must post a $29,5 million 
bond while it appeals the case, said 
eBay spokesman Kevin Pursgiove. 
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From HnttLrtw 

Vnnlict {M^rcifxr hai u^, l. IX v. 
Bay, Inc. an<l H alt.com, Inc.) 



Thomas G. Woolston. an engineer 
from Great Falls, sued eBay in 
2001 for willfully mfrinsiiig his 
patent* on a system to sell fixed- 
price goods online that included an 
automatic-payment system. In May. 
a jury decided in Woolston's favor 
and ordered eBay to pay Woolsron's 
company. Merc Exchange LLC . S35 
million in damage-. Last week. V. 
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* 5 Bi* Y. ' <>kl t0 . }M» ? . H i]J (Oil. i 11 
talent Cav *; ;Th« wasnington Post, 
Aug 7, 2003} 

* '"ry Rntes. Aoalnst EBa y in Patent 

S'tnt {Tr\e, Washington P-r>r,t. May 20, 
2003) 

' On T n'dl: W hose Online 
Marketplace? (The Washington post. 
Apr 22, 2003) 
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S. Duriict Judge Jeiome B. 
Friedman lowered the amount of 
damages to million and did 
not prohibit eBay from continuing 
io sell fixed-price goods. 

Both *>ide> .ire appealing the cave. 
EBay is seeking to reverse the 
judgment or u\ pjty le.sv in damages. 
MercExchange is arguing that eBay 
should pay more in damages, pay 
n?. attorneys' fees and be 
permanently baiTed from >ellinz 
fixed -price goods. 

"I ilon" I think it's fully accurate." 
WooUron said, referring to the 
charge, noting that the judge said 

Merc Exchange can request more damages if eBay continues to infringe the 
patents. 

In addition to appealing the decision. eBay may change the way it sells fixed- 
price goods to avoid paving damages to MercExchaage. Pursglove said. 

"We .11* giving serious consideration to modification of the fixed-price portion 
of our business that we believe would meet the directions of the court." 
Fun glove said. He added that the changes wonld be minimally disruptive for 
eBay u>ers. 

"This issue is a long way from being resolved," Pursglove said. 

Wooliton also said that he is confident Merc Exchange will eventually be able 
to sue eBay for infringing a patent related to online auction technology. A 
judge prevented MercExchange from suing on that basis last year. 
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Article-"eBay Must Relitigate Patent Injunction" 
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eBay Must Relitigate Patent Injunction 



By Kevin Kelleher 
TheStreet.com Senior Writer 
3/16/2005 6:15 PM EST 



eBay's ( EBAY : Nasdaq - news - research ) 
thorny patent-infringement tussle with inventor 
Thomas Woolston took another turn Wednesday 
as a U.S. federal appeals court issued a 
decision that, white substantially changing the 
previous ruling by a district court, leaves things 
as murky and uncertain as before. 

In short, the three judges on the appeals court 
cleared eBay of a portion of the $29.5 miffion 
damages awarded to Woolston and his 
company MercExchange in 2003. But 
potentially more worrisome to eBay is the threat 
of a permanent injunction that the lower court 
denied. The appeals judges reversed that denial 
and remanded the case. 

In September 2001 , MercExchange sued eBay 
and its Half.com unit, alleging infringement of 
three patents relating to online auction 
technology, multiple database searching and 
electronic consignment systems. The following 
year, the district court dismissed the online- 
auction infringement claim. 

In 2003, a jury ruled that eBay and Harf.com 
infringed on the other two patents, awarding $35 
million in damages. The court set aside S5.5 
million of the award and denied 
MercExchange's motion for a permanent 
injunction. 

On Wednesday, the appeals court agreed that 
the $5.5 million award wasn't appropriate, and it 
also reversed the district courts judgment of 
another patent that was the basis of a $19 
million award. It's unclear how much of that 
award wilt remain intact. The appeals court 
affirmed an infringement ruling that was the 
basis of a $10.5 million award. 

in addition to reversing the denial of a 
permanent injunction, the appeals court vacated 
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the 2002 summary judgment of the online- 
auction claim, opening the door to more patent- 
related litigation for the company 

As was the cose throughout the post three and 
a half years, the two companies saw the 
decision in starkly contrasting terms. 
MercExchange trumpeted it as a success of 
David vs Goliath "The appeals court drove a 
stake through the heart of eBay's claims," said 
Woolston. an engineer- turned-lawyer who once developed network technology to help the CIA track 
terrorists. 
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eBay Must Reiitigate Patent Injunction 

Page 2 

Merc Exchange, which says it once ran e- 
commerce and auction sites that went out of 
business, is licensing its patents to other 
companies like Ubid, a one-time eBay rival in 
which Wools ton now controls an undisclosed 
stake. Asked if MercExch3nge would license its 
technology to eBay, Woolston gave an 
emphatic no. "I don't give a damn about what 
eBay does next," he says. 

eBay, meanwhile, issued a statement 
downplaying any impact of the decision on its 
business. The statement said that an injunction 
"will not have an impact on our business 
because of changes we have made following 
the District Court's original verdict. The U.S. 
Patent and Trademark Office is actively re- 
examining alt of MercExchange's patents, 
having found that substantial questions exist 
regarding the validity of MercExchange's claims. The Patent and Trademark office has already initially 
rejected ail of the claims of one of MercExchange's patents." 

Niether company would say whether it would further appeal the decision. MercExchange declined to say 
also whether it would pursue an injunction. 

In terms of damages, the ruling is likely to have a slightly positive impact on eBay*s earnings. In 2003 : eBay 
took a S30 million charge to post a bond while it appealed the case. 

But an injunction could have a longer-term impact. The extreme scenario, although highly unlikely, is that an 
injunction could shut down eBay's servers until the case is resolved. More likely is the prospect of a daisy 
chain of costly legal battles around the injunction and the online-auction patent. At this stage of many patent 
cases, companies often choose to settle. But given the contentious nature of this lawsuit, a settlement 
seems unlikely. 

GO to THESTREE T.COM HO ME PAG E | Go to BEGINNING 



Write usl 

Order reprints of TSC articles. Top. 

RELATED STORIES 



hnp. ■,i"^.tfc«:;«t.ccEi_:jcittcliia:Kiw:102]35t3_i.tail(l cfSJ-Wt iCOc !0;i ' 



L-4 



EXHIBIT M 

Declaration and Supplemental Declaration Filed Under 37 C.F.R. § 1.132 During the Prosecution of 

the '820 Application 



M-1 



PftTWNT 

ATTORNEY DOCKET NO. 99999/99892 



IN THE UNITED STATES PATENT AND TRADEMARK OFFICE 



Applicant 

Serial No. 

Filed 

Title 



Thomas G. WOOLSTOEN 
08/427,820 
April 26, 1995 
CONSIGNMENT NODES 



Art Unit; 2761 
Examiners Weinhardt 




Assistant Commissioner for Patents 
Washington, DC 20231 



DECLARATION UNDER 37 CFR 1.132 



I, Thomas G. Wools ton, declare that: 

1. I am the sole inventor of the subject matter described 
and claimed in the above -captioned patent application. 

2. This declaration and the Exhibits attached hereto 
describe and evidence the long- felt need in the relevant 
industry, the constructive knowledge of those skilled in the art 
of the applied references, including Lindsey et al., Lalonde et 
al . , Fujisaki, and Barstov et al., and the nexus of the claimed 
invention to solving the long felt need. 

Long Felt Need in the Industry 

3. A scattered and un-haxironized used and collectable 
goods industry has existed for many, many years. See Christie's 
n History* attached as Exhibit A at p.l (Demonstrating that the 
need to buy and sell collections of used and collectable goods 
and an organization dedicated to selling these goods has existed 
for over 200 years) . 

4. The prior art market for used and collectable goods was 
created by a scattershot presentation of shows, auctions. 
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exhibits, specialty shops, catalogs , large collectors, 
intermediate dealers , "wholesale" dealers, and the occasional 
newspaper advertisement- See Christie's "How to Sell, - Exhibit A 
at p. 5; see also . "Hew Interest In Things of Old, " San Berardino 
County Sun, Exhibit B at p. 2 (Stating the antique market "is 
very fragmented*); and U.S . Department of Commerce Report, 
Exhibit C (Providing that there are thousands of antique, 
collectable and used good shops) . 

5. Further demonstrating the prior art's fractious and 
static nature is the hard copy pricing guide. The hard copy 
pricing guide "gives a quick indication of [an item's] position 
in the [market] Sotheby's International Price Guide. Exhibit D 
at Preface page undersigned by John L. Marion, Chairman, 
Sotheby's Inc.; see Exhibit D representative pages 144, 161, 172 
and 175. 

6. The prior art market, according to the Sotheby's 
International Price Guide, was based upon the collector "seeing 
the piece, holding it and examining it from all sides . . . [i]t 
is only then that the vital interaction between the collector and 
object the process of selection can begin," Exhibit D at Preface 
page (emphasis added) . Thus, Sotheby's International Price Guide 
teaches that physical inspection of a collectable or one-of-a- 
kind good is required before the "process of selection can 
begin." Indeed, in Sotheby's view, the required physical 
interaction between the purchaser and the object demonstrates a 
fundamental point — collectibles and one of a kind goods are NOT 
commodities and cannot be treated similarly. 
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7. In the prior art, professional intermediaries or 
"middlemen* speculated on collectibles by physically inspecting 
and purchasing the good and then finding, or knowing, a 
subsequent buyer for the good. This manual process allows these 
professional participants to operate as physical and information 
intermediaries in a relevant market. These professional 
participants perform as market "actors" whose business is 
dedicated to speculation on goods. The needs of the professional 
intermediary is hereafter referred to as the "speculation needs 
of the professional intermediary." 

8. Collector themselves and/or the collector's estate to 
liquidate a collection at its fair market value. Naturally, 
collectors would like to obtain a fair market value for their 
collection when they decide to liquidate. See Christie's 

* Appraisal Service," Exhibit A at p. 5 (Demonstrating the demand 
for appraisal services and the collector's need for determining 
and obtaining a fair liquidation value) . 

9. The need to liquidate a collection also occurs when an 
estate executes the will of a decedent collector. See Christie's 
"Appraisal Service," Exhibit A at p. 5. 

10. Thus, the need to liquidate used and collectable goods 
at close to their fair market value is a need that has been 
present as long as there have been collectors and decedent 
collector's estates (an extremely long felt need indeed). As 
further evidence of this long felt need, Christie's has an 
appraisal service dedicated to appraising decedents' estates. 
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11. Thus, in the prior art market, a collector or estate 

was forced to either exhaustively sell the collectable goods at 

ahow8 themselves, consign the goods with a shop or dealer (and 

wait for a surreptitious buyer) , and/or sell the goods at a 

premium discount to an intermediary professional or auction 

house* The need to liquidate quickly and at a fair market value 

is hereafter called the "liquidity needs of the collector.* 

Constructive KnowladM in th e Relevant Industry of The Applied 
Reference* 

12. Market participants such as Christie's and Sotheby's 
are sophisticated commercial actors that support a financially 
sophisticated clientele. Indeed, the hallmark of the collectable 
industry is the investment grade collectable or work of art. 
Exhibit A, Christie's at p. 1, Exhibit D, Sotheby's price guide 
introduction at p. 1. 

13. Clientele that purchase or collect investment grade 
collectibles or art have, by definition, great disposable wealth. 
Individuals with such disposable wealth are aware of the stock 
market in general and the automated exchanges provided by NASDAQ 
for buying and selling stock and the automated and semi* automated 
electronic exchange in commodities provided by the cotton trading 
system described in Lindsay et al. Indeed, at least some of 
these wealthy individuals made their fortune in the stock and 
commodities market. 

14. In general terms, the desirability of liquidity in a 
market is demonstrated in The Wall Street Journal Article 
discussing how electronic settlement of trades is a 
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"revolutionary 11 and "radical" change in how the AMKX stock market 
operates. Exhibit B, Wall Street Journal Article. 
Nexuo of Claimed InytmtlPtt pa fronff-yalt; Need 

15. The claimed invention directly address the speculation 
PlgSda Qf IKfaQ, prafeaflAonq^ intermediary and the liquidity needs of 
the collector. The claimed invention provides an electronic 
market with electronic settlement that allows participants to 
speculate on used and collectable goods without taking physical 
possession of the aooda themselves. 

16. The electronic settlement feature of the claimed 
invention directly address the speculation needs of the 
professional intermediary by (1) creating a means for electronic 
trading of goods that provides for "pure" speculation and (2) 
creating an electronic means to reach a final purchaser to 
capitalise on the speculation. 

17. The secondary market feature of the claimed invention 
directly address the liquidation needs of the collector by (1) 
providing a means for reaching professional intermediary dealers 
and (2) by providing liquidity at a current "market* value. 

18. Indeed, in some aspects, the claimed invention has met 
with great commercial success and acclaim by those skilled in the 
art. See for example, that, E-Business Community Best Practices 
Trailblazer Award from the Alliance for Converging Technologies 
for the allegedly pioneering consumer- to -consumer online auction 
model by ebay Networks. Exhibit. F. , ebay Press Release (Award 
granted by "a panel of internet leaders*) . Ebay further provides 



M-6 



it commercial success in that shoppers spend more time on ebay 
than any other Electronic commerce sale. 

I further declare that all statements made herein of my 
own knowledge are true and that all statements madfr on 
information and belief are believed to be true; and further that 
these statements were made with knowledge that willful false 
statements and the like so made are punishable by fine or 
imprisonment, or both, under Section 1001 of Title 18 of the 
United States Code, and that such willful false statements may 
jeopardize the validity of the application or any patents issued 
thereon . 



Date: 
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PATENT 

Attorney Docket No. 55422.000007 

IN THE UNITED STATES PATENT AND TRADEMARK OFFICE 
BEFORE THE BOARD OF PATENT APPEALS AND INTERFERENCES 

In re Application of: 



THOMAS G. WOOLSTON 
Serial No.: 08/427,820 
Filed: April 26, 1995 
For CONSIGNMENT NODES 



Examiner Robert WEINHARDT 
Group Art Unit 2764 

RECEIVED 
MAR 1 5 1999 

SUPPLEMENTAL DECLARATION UNDER 37 CF.R. § l$P Up 2700 
I, Thomas G. Woolston, declare that 

1 . I am the sole inventor of the subject matter described and claimed in the above- 
captioned patent application. 

2. This declaration and the Exhibits attached hereto supplement my September 14, 
1998, declaration in the above captioned case with new evidence that has come to my attention of 
the commercial success and lo^ 

3. More speciflcalry, this declaration provides supplemental evidence of the 
ovewhelniing commercial success of aspects of the present invention in the systems and 
methods employed by others on the Internet In addition, this declaration provides further new 
evidence that there was Umg frit need in At industry. This new evidence directly refutes the 
Examiner's unsupported contention that there is no long felt need in the industry. 

4. The claimed invention's electronic market for used and collectable goods aspect 
has achieved great commercial success. The Internet now contains at least 150 systems dedicated 
at least in part to creating an electronic market for used and collectable goods. See, Exhibit A 



DC 1*804221 Or 1 
(13/12/99 3:05w* 



M-8 



andB. The coramerciaJ success of this aspect of the invention is indeed "exploding." "Together, 
OnSale and eBay sold more than S250 million in products in 1 997 and expect to significantly 
contribute to the $1 billion projected for 1998 online auction purchases.** See, Exhibit C, CNN 
Report on Online Auctions, This massive commercial success for aspects of the invention's 
electronic market for used and collectable goods arose after Applicant's April 26, 1995, filing 
date. The success of this electronic market will further explode by the integration of the seamless 
re-posting of the good as described by the claimed invention. See, further Exhibit C, 
(Participants are * 4 addicted" to online auctions already. Participants will be further addi ct e d »"H 
intrigued by the ability to fully speculate on used goods and collectibles as specified by the 
claimed invention, i.e., parucrpanls will not only able to seek "good deals" they will actually be 
able to make money by speculating in a safe and secure environment). 

5 . The formation of Sotheby's Internet Associates and the confirmed registration of 
more that 1 500 art dealers demonstrates the long felt need in the industry for an electronic market 
for used and collectable goods. See, Exhibit D, Press Release o/Sotheby s Inc.. Demonstrating 
that over 1500 dealers signed up for Sotheby's Online market in less than 30 days after the 
Sotheby 's announcement that it would create an electronic market. This rapid acceptance by the 
industry directly refutes the Exarnincr*s belief that there is no long felt need in the industry for an 
electronic speculative market for used and collectable goods. See, paper no. 24, p. 3, for the 
Examiner' s contention that he does not believe there is "an art-recognized problem with the 
manner in which business is done [ in the used and collectable goods market].** 

6. The evidence of massive commercial success and long felt need in the industry is 
overwhelming. In the face of this evidence, there can be no reasonable inference that aspects of 
the claimed invention are not enjoying widespread commercial success. As further evidence of 

-2- 
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the indicia of nonobviousness, the inventive concept of the claimed invention is and has been 
licensed to an Internet entity. See, Exhibit £ License agreement between MercExchange, LLC 
and Aden Enterprises, Inc. 

7 . I further declare that all statements made herein of my own knowledge are true 
and that all statements made on information and belief are believed to be true; and farther that 
these statements were made with knowledge that willful false statements and the like so made arc 
punishable by fine or inmrisonment, or both, under Section 1001 of tide 1 8 of the United States 
Code, and that such willful false statement may jeopardize the validity of the a{roJicatioo or any 
patents issued thc r wy pii 





Thomas G. Woolston 
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